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PORTUGAL: KEY ECONOMIC INDICATORS 
INDICATOR 1987 1988 1989P _1990E 


Domestic Economy 
Total resident population (mid-year, millions): 10.32E 10.35 
Total resident population growth (per thousand) 2.9E 2.4 
Labor force, Mainland only (thousands) 4,676 4,725 
Employment breakdown by sector in 1989 (%): 

Agriculture 19; Industry 35; Services 46. 
Unemployment average rate, broad sense (%): 6.0 5.8 
GDP (current market prices, million dollars) 45,022 52,286 
GNP (current market prices, million dollars) 
Per capita GDP (current market prices, dollars) 4,363E 5,053 
GDP real % change 
Industrial production % change (season. adjust.) 
Consumer Price Index annual avg. % change ‘ 
Government deficit as % of GDP (2) 6.6 
Outstanding public debt (million dollars) 29 ,910(3) 
Indicative lending(4) interest rate (%) . 20.4 21.5 


External Economic Relations 
Balance of Payments (million dollars): 
Current account balance -551 -1,400 
of which: Merchandise (fob) -5,152 
Imports 17,934 
Exports 12,782 
Medium-and long-term capital balance 2,560 
of which: Foreign direct investment 1,396 
Net foreign reserves(5) (million dollars) 14,589 18,266 
Outstanding foreign debt (million dollars) 18,464 17,709 
Debt service as % of current account credit 30.2 17.9 
Foreign direct investment (million dollars): 
Annual flows: Total 367 1,391 
U.S. share (%) 14.3 5.0 
Cumulative figures(6): Total 1,696 3,743 
U.S. share (%) 17.1 11.6 
Annual average exchange rate (Escudos/U.S.dollar) 140.9 157.5 145.5(7) 
Net official flows from the EEC to Portugal 
(million dollars) 439 811 978 
U.S.- Portugal trade (million dollars): 
U.S. exports to Portugal (f.a.s.) 576.6 732.9 926.2 
U.S.imports from Portugal (customs value) 664.3 691.3 799.7 
U.S. bilateral aid (million dollars/fiscal year) 159.7 129.5 177.5 152.2 
Principal 1989 U.S.exports (% of total exports to Portugal): 
Animal feed (14.2), grain and grain preparations (13.7), oilseeds (11.3). 
Principal 1989 U.S.imports (% of total imports from Portugal): 
Apparel (16.3), textiles (10.8), petroleum and by-products (9.4). 


FOOINOTES: P —- Provisional. E - Estimate. (1) Average of the first three 
quarters. (2) Including Social Security and Autonomous Funds and Services. (3) 
November 1989. (4) Year-end market rate for 90 days loans, except 1987 
(administratively fixed) and 1990 (prevailing rate by May 14). (5) With gold at 
market price. (6) Accumulated annual flows since 1976, inclusive. (7) 
Prevailing rate by May 14, 1990. 

SOURCES: National Institute of Statistics, Bank of Portugal, Government of 
Portugal, Portuguese Association of Banks, U.S. Department of Commerce, and 
estimates by the Embassy. 





SUMMARY 


The Portuguese economy in the early 1990s will be confronted 
with a number of balancing problems which will challenge the 
skills of policymakers but are likely to result ina 
fundamentally sound, liberalized economy fully participating in 
the development of the European Community (EC). U.S. trade and 
investment with Portugal is on the upswing, and strong economic 
growth and modernization will translate into even more 
opportunities for mutually beneficial commercial relations. 


In the 1990-91 period, the most serious balance to be struck is 
between rapid growth and control of inflation. After a period 
of structural adjustment in the mid-1980s, the Portuguese 
economy surged into a strong growth period in the 1987-89 
period. Gross domestic product growth of 5.4 percent in 1989, 
fueled by strong external demand and investment flows, was 
among the best economic performances in the EC and has resulted 
in one of the lowest unemployment rates in Europe. This growth 
introduced the seeds of nagging inflation, which threatens to 
undermine recent progress and make full integration in the EC 
more difficult. Portugal’s high inflation relative to other EC 
countries, 12.6 percent in 1989 and probably at least 12 
percent in 1990, makes the timing of entry into the exchange 
rate mechanism of the European Monetary System a much more 
difficult issue. While the government has said entry will not 
come until 1992, rapid developments on the European monetary 


planning scene are putting pressure on Portugal for earlier 
entry. 


Another "balancing act" which the Portuguese have practiced in 
the last few years is that between sharp growth in foreign and 
domestic investment and the resulting difficulty in dampening 
domestic demand through tight money supply management. Foreign 
direct investment, in particular, has doubled each year for the 
last three years. The flow of foreign investment and credit 
funds and huge EC structural adjustment and industrial 
restructuring funds, along with diversification of financial 
instruments, has made monetary policy almost unworkable at a 
time when, at least in 1990, an expansionary government budget 
contributed to inflation. In mid-1990, indirect monetary 
policy instruments were introduced to replace banking system 
credit ceilings. The government is challenged with balancing 
the demand for credit with control of the money supply. 


The economic policy agenda is further crowded by a wholesale 
restructuring of the economy. Many firms nationalized during 
the Portuguese revolution are being privatized. Financial 
markets are being reformed with introductions of a modern stock 
exchange and a panoply of new capital market instruments. 





RECENT ECONOMIC SITUATION AND TRENDS 


Stable Political Environment: Strong economic growth over the 
last four years has been matched by political stability. Prime 
Minister Anibal Cavaco Silva heads Portugal’s first 
single-party majority government since the 1974 revolution. 
After the fall of his first government in 1987, Cavaco Silva’s 
Social Democratic Party (PSD) gained more than 50 percent of 
the popular vote in the ensuing election and captured 148 of 
250 Assembly seats in the Portuguese Parliament. The 
government’s position is secure until 1991, when new 
legislative elections must be held. The Socialist Party (PS) 
is the leading opposition party with 60 Assembly seats. The 
Communist Party has 31, the Democratic Renewal Party 7, and the 
Center Democrats 4. 


The PSD has used its majority to push through an impressive 
legislative reform program designed to reduce the public sector 
of the economy, encourage private enterprise, and promote 
agricultural modernization. Efforts to reform labor laws have 
been less successful. The Assembly of the Republic completed 
revisions of the Constitution in 1989, agreeing on a series of 
amendments to remove Marxist provisions and open the economy to 
greater private initiative. The amended Constitution permits, 
for example, privatization of 100 percent of government shares 
in nationalized companies. 


President Mario Soares remains a major national figure, having 


completed the fourth year of his five-year mandate. The ruling 
PSD party has decided against running a candidate against 
Soares in the 1991 presidential election. The Socialist Party 
did well in June 1989 European Parliament elections and in 
December 1989 elections for local offices. The Socialists have 
moved steadily toward the center of the political spectrum and 
their differences with the ruling PSD are more about the pace 
and specifics of economic reform and participation in the 
European Community than about the fundamental approach of rapid 
economic modernization emphasizing private sector initiative. 


Economy Oriented Toward Catching Up With EC Partners: Overall 
economic goals in Portugal are increasingly determined by 
Portugal’s membership in the European Community. The 
overarching objective of economic policy is to make the 
Portuguese economy resemble more closely the other economies in 
the EC. To reach this objective, the Portuguese economy has to 
grow at a faster rate than the EC average. Growth requires 
heavy investment by both the public and private sectors. The 
Portuguese aim to keep growth at high levels, while attempting 
to dampen inflation. Monetary policy will be tight in 1990-91, 
although flows of foreign capital are complicating management 
of the money supply. 





Reduction of the public sector deficit is an important goal, 

but the need to invest and pay off public sector debt has meant 
that budget policy has been generally expansionary. Exchange 
rate policy is directed toward keeping exports competitive 
through a gradual devaluation, while pushing for productivity 
gains to offset the slide of the escudo and reduce the cost of 
imports. Wage policy is also being used to combat inflation, 
and public sector salary increases have fallen behind inflation. 


Strong Growth Continues: The Portuguese gross domestic product 
(GDP) grew by some 5.4 percent in 1989, a half percentage point 
above the most optimistic government projections, and a full 
point above the average GDP growth rate over the previous three 
years. The unexpectedly strong 1989 growth was fueled by a 
sharp improvement in export performance--exports grew by 26 
percent while imports grew by 16 percent, resulting in a much 
lower than predicted current account deficit of around $500 
million. A continuing surge of foreign and domestic investment 
complemented the export growth. The gross investment rate was 
around 30 percent of GDP in 1988 and 1989. Foreign direct 
investment doubled for the third year running, reaching over 
$1.3 billlion in 1989, a phenomenal figure given that 1986 
direct fforeign investment amounted to $156 million. 


Domestic: demand slowed somewhat in 1989, reflecting credit 
restriction measures taken by the government to stem a 
consumption boom. Sales of automobiles and gasoline dropped 
substantially in late 1989. Industrial production grew by 4.5 


percent in 1989, led by the food and beverage, chemical, and 
nonmetallic minerals transformation sectors and by impressive 
growth in the mining industry. The government expects a slight 
slowdown in overall growth in 1990, but much depends on the 
behavior of external demand and measures taken to control 
inflation, which emerged as the government’s number one 
economic: problem for 1990. 


Inflation Gets a Grip: The cost of living index in 1989 veered 
upward sharply--despite predictions of a drop to 6 percent, the 
annual average inflation at the end of 1989 was 12.6 percent. 
The rate continued to climb in 1990--12.7 percent on an annual 
average basis over the first four months of 1990. These rates, 
which went from 9.7 percent at the beginning of 1989, reflect 
consistently strong increases in the food and beverage 
category, which accounts for nearly 50 percent of the weight in 
the Consumer Price Index. Flooding in late 1989 destroyed 
vegetable crops, causing first quarter food prices to shoot 

up. Most economic agents expect a continuing high rate of 
inflation for 1990, and the government target of 10 percent is 
likely to be surpassed by 2 to 3 percentage points, despite 
some budget cuts and tight monetary policy. 
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An expansionary 1990 government budget contributed to inflation 
and is the victim of it. Not only are the goods and services 
procured by the government becoming more expensive at a faster 
rate than expected, but domestic interest rates are climbing, 
thus making government debt service more expensive. Although 
attempts are being made to slow some public sector spending, 
the main burden 6f inflation-fighting has fallen to monetary 
policy. In 1989, mandatory credit ceilings proved to be 
ineffective because of huge flows of foreign capital into 
Portugal. By mid-1990, the government will have turned to 
indirect monetary control mechanisms, but it remains to be seen 
if monetary policy will be up to the task of containing the 
rate of price increases. Many observers think a multi-year 
agreement between labor and industry on holding down wages and 
prices will be the only effective way to break the upward trend. 


1990 Government Budget Expansionary: Portuguese budget policy 
is the battleground for conflicting national priorities. 
Portugal is racing to modernize its infrastructure to compete 
with wealthier European Community partners, thus government 
investment plans are ambitious. On the other hand, the deficit 
spending required to move up the growth ladder fuels already 
high inflation rates. Finance Minister Miguel Beleza is a 
strong believer in budgetary discipline and is optimistic that 
greater privatization of major state firms will facilitate 
control of government spending in the medium to long term and 
is taking some steps to control discretionary government 
spending in 1990. However, he inherited an expansionary 1990 
budget and his own first budget will coincide with 1991 
parliamentary elections, when the political incentive for an 
expansionist budget will be strong. 


Government Heavy Borrower in Domestic Markets: With the stock 
of public debt equal to over 70 percent of GDP, the Government 
is resorting to heavy domestic borrowing, while strictly 
limiting its foreign exposure. It is increasing the proportion 
of medium-and long-term instruments in local financial markets 
and plans to substitute undervalued debt held in the banking 
system for debt reflecting market conditions. The Finance 
Ministry has also indicated that it intends to retire 
approximately $400 million of foreign debt in 1990. Juggling 
tight monetary policy with heavy government borrowing may lead 
to higher interest rates in 1990. 


Privatization Will Reduce Weight of Public Sector: An 
important aspect of the government’s economic reform program is 
reprivatization of many firms nationalized at the time of the 
Portuguese Revolution in 1975. The program has widespread 
bipartisan support and got a boost in March 1990 when 
legislation was passed allowing total privatization of state 
firms (formerly the government retained 51 percent), and more 
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flexibility in the methods used to privatize. Some firms will 
be sold on the Portuguese stock market, while other sales will 
be negotiated with prequalified buyers. One of the 
government’s principal concerns has been to assure that 
Portuguese groups are not overwhelmed by foreigners in the 
bidding for the companies. While foreign ownership percentages 
will be set on a case-by-case basis, efforts will be made to 
assist Portuguese investors, and the government may retain 
shares in selected firms. 


The government announced its intention to fully or partially 
privatize eight companies in 1990, although some could slip 
into 1991. They include a shipping company, two commercial 
banks, two breweries, two insurance companies, and a cement 
company. Other companies being considered for sale over the 
next few years are in such sectors as transportation, tourism, 
wood/paper, communications, chemicals, steel, insurance, and 
banking. Both the receipts from the sales and the withdrawal 
of the government from long-term obligations to operate 
companies will have a significant impact on control of public 
sector expenditures. The government will also license one or 
two private television stations over the next year to 
complement the existing two public stations. 


Monetary Policy--New Instruments, Tight Money: Limits on 
consumer credit had some influence in controlling liquidity in 
the latter half of 1989, and the government continued to keep a 
fairly tight lid on bank lending through its administered 


credit ceilings. But while there was a deceleration in the 
growth of monetary and credit aggregate indicators, monetary 
policy was complicated by increasing bank disintermediation and 
capital flows from foreign sources. In effect, funds flowed 
around credit ceilings, for example, through increased foreign 
borrowing by the private sector. Given Portuguese commitments 
as a member of the EC to liberalize capital flows, little can 
be done to limit foreign inflows. As a result of record 
foreign reserves in the financial system, the government has 
also decided to liberalize outflows of medium-and long-term 
capital, a move not required by the EC until 1992. 


In April 1990, the Bank of Portugal announced that it would 
eliminate mandatory bank credit ceilings and turn to the use of 
indirect controls on the money supply. As of mid-1990, the 
government will rely on interest rates, bank reserves 
management, and open market operations in order to manage 
monetary policy. The government will also rely on persuasion 
to convince financial institutions to hold lending to below 
1989 levels. Bank lending rates in the first half of 1990 were 
hovering at 21 percent, while the government was required to 
pay around 17 percent on public debt instruments. 
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Wage Performance Mixed: Consistent data on wage trends are not 
available in Portugal. Annual average industrial labor costs 
are approximately $7,000 per employee. Our estimates indicate 
that, after a few years of moderate growth, average real wages 
lost ground in 1989. However, wages are recovering in 1990, 
especially in the private sector. Although average wages in 
Portugal remain low by Western European standards, compensation 
for senior and middle managers, as well as skilled technicians, 
is rising quickly due to shortages of qualified people. 


Business and labor held a number of high level meetings during 
the first quarter of 1990 under the auspices of the Permanent 
Council for Social Cooperation, but they failed to agree on 
overall wage guidelines. Private sector employers were 
prepared to grant real salary increases in return for more 
flexibility in work rules to assure greater productivity. 
Labor, which forced the government to scuttle similar measures 
in 1987-89 attempts to reform labor laws, did not give much 
ground. The government sector, where almost all current labor 
strife is occurring, is worried about the inflationary effects 
of real increases for its own labor force, where productivity 
increases are difficult to measure. Single Market competition 
may eventually force labor and industry to develop medium-term 
plans to enhance productivity to maintain competitiveness. 


Exchange Rate Policy Confronts European Union: Exchange rate 
policy has been used as the principal instrument to maintain 
external competitiveness of Portuguese industries, ina 
framework of wide differences between the domestic inflation 
rates of Portugal and its main trading partners--other EEC 
members. The 3 percent crawling peg devaluation implemented in 
1989 helped to reduce the negative effects of inflation rate 
differentials of 7.5 percent above the EC average. The ongoing 
European monetary union process is pressing Portugal to decide 
on entry into the exchange rate mechanism of the European 
Monetary System, but the government is reluctant to act before 
domestic inflation is substantially reduced; early entry could 
aggravate the current account deficit and require unpopular 
policy measures to cool domestic demand. The timing and 
conditions of Portugal’s full integration into the European 
Monetary System will be one of the most vexing challenges 
facing policymakers in 1990-91. 


Capital Inflows Cause Record Balance-of-Payments Surplus: The 
1989 Portuguese external payments record surplus of nearly 

$4 billion more than doubled the previous year’s figure. 
Although strong export performance in 1989 lowered the current 
account deficit to around $550 million, the huge improvement in 
the external accounts stemmed from external investment 
financing. 
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This is partly explained by the foreign investment appeal which 
EC membership bestowed on the Portuguese economy. Direct 
investment more than doubled each year since 1986 and is 
expected to do the same in 1990. Portfolio investment 
dramatically increased and, in net balance terms, it equalled 
as much as 63 percent of direct investment in 1989. Credit 
restrictions imposed by domestic monetary policy led private 
investors to seek financing abroad and, in 1989, net external 
credits received amounted to nearly $800 million (almost nine 
times the previous year’s figure). The capital accounts show, 
therefore, huge surpluses in 1989: more than $2.5 billion on 
medium and long term (three times the 1988 figure) and nearly 
$1.9 billion on short term (slightly above 1988). 


This huge capital influx has two effects: foreign reserves are 
up (26 percent in 1989, when they reached over $18 billion by 
year end) but these high reserves bring excess liquidity to the 
economy at a time when policymakers are trying to control 
inflation. In 1990, they will also be concerned about a 
growing imbalance in the current account, partially a result of 
imports needed to sustain the high level of foreign investment. 


External Debt Down: After the 1987 record of $18.5 billion, 
tne outstanding external debt decreased to $17.4 billion by the 
end of 1988. The debt reduction policy continued in force and 
the public sector (government plus public companies) reduced 
its debt by $1 billion in 1989. However, the private sector, 


responding to restrictive monetary policy, accelerated its 
resort to external credit, thus increasing its external debt by 
$1.3 billion. Therefore, Portuguese external debt is climbing 
again, reaching $17.7 billion by the end of 1989. Appreciation 
of the dollar in 1989 contributed to debt growth. 

Nevertheless, in 1989, the net foreign reserves exceeded, for 
the first time in many years, the outstanding external debt and 
the relative importance of foreign debt as a percentage of the 
GDP decreased from 42 percent in 1988 to 39 percent in 1989. 


IMPLICATIONS FOR THE UNITED STATES 


The United States Should Improve Market Share in 1990: Although 
1989’s rapid growth in overall Portuguese imports is expected 
to slow, U.S. exporters should do well in 1990. The United 
States is more competitive now than it has been in the past 
several years. In spite of government efforts to curb imports, 
1990 should remain a strong year. Most sectors of the 
Portuguese economy will continue efforts to upgrade and expand 
systems to face the demands of the unified European Market. 
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Outlook for Nonagricultural U.S. Exports in 1990: U.S. exports 
of nonagricultural products to Portugal continue to increase as 
a factor of both competitiveness and better marketing. The 
cheaper U.S. dollar in 1990 is fueling renewed interest in U.S. 
products, which have a good reputation for quality. 
Fluctuations in the value of the dollar during 1989-90 have not 
affected trends favorable to U.S. export products. This, 
combined with the fast-growing Portuguese economy, offers U.S. 
exporters unprecedented opportunities. At the same time, 
competition from Portugal’s EC partners is growing. The market 


requires aggressive marketing of carefully selected product 
lines. 


Relatively lower U.S. prices are helping not only with such 
items as specialty chemicals and other intermediate goods, but 
also industrial machinery and sophisticated equipment. Demand 
for computers and peripherals, software, telecommunications 
equipment, security equipment, automobile parts, and medical 
equipment is strong. The increase in construction and mining 
projects should cause sales of U.S. equipment for these sectors 
to remain strong. U.S. trade missions in several of these 
industrial sectors visited Portugal in 1988 and 1989 and 
experienced strong interest in U.S. products. Coal is still 
the single most important nonagricultural U.S. export to 
Portugal, almost all for use at the national electricity 
company’s large power plant at Sines. Construction of a 1,200 
megawatt unit is under way at Abrantes, and a third plant is 
expected to be completed in northern Portugal by the year 
2000. The United States now supplies the majority of coal 
consumed, but competition from other producers is growing. 


The government is still considering plans to build a liquefied 
natural gas terminal at Setubal and a gas distribution 
network. A major industrial waste treatment project is also 
being tendered in 1990. These projects will be among the 
largest undertaken in Portugal. A linkage of the gas pipeline 
system with the Spanish network is also under consideration. 


U.S. firms should know that doing business effectively in 
Portugal requires personal contact. Key among marketing 
considerations is to demonstrate a commitment to the Portuguese 
buyer through business support networks for training, service 
delivery, and information. This means visiting Portugal 
regularly to meet clients, to establish formal representations, 
and to follow up on sales leads. After-sale service is 
critical to export success in many product areas. European 
suppliers will promptly send technicians to Portugal to service 
their equipment. U.S. suppliers must demonstrate that they can 
provide the same prompt and complete local service. Finally, 
U.S. firms must be persistent as well as patient. Deals are 
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not made in a day, and orders are not always large, but the 
business opportunities are available. U.S. know-how and 
technology can be an important element in Portuguese 
medernization efforts. The role of U.S. companies in this 
process during the next two years will determine many of the 


U.S. sales opportunities in the Portuguese market after the 
unification of the EC market. 


The Department of Commerce is planning a number of trade 
missions to Portugal. For current information on commercial 
events in Portugal, interested business persons should call 

Ann Corro at the U.S. Department of Commerce, (202) 377-3945 or 
contact the Commercial Section of the American Embassy in 
Lisbon, Portugal at 351-1-726-6600, (Fax 351-1-726-8914). 


Outlook for Agricultural Exports: U.S. agricultural exports 
have risen for two consecutive years. Agricultural exports in 
1989 were up 8 percent to $320 million. The composition of 
U.S. agricultural exports is shifting in reaction to policy 
decisions surrounding Portugal’s EC accession process, which 
will eventually place it fully under the Common Agricultural 
Policy (CAP) of the Community. According to the Treaty of 
Accession, 1990 will be the last year of the first five-year 
transition period for a number of sectors, most notably grain. 
For the United States, this means that the imposition of 
Community Preference on January 1, 1991 will severely limit 
grain export opportunities, notably corn exports, which were up 
40 percent in value to $70 million in 1989. Another feature of 
1990 is the predicted shortfall in the wheat harvest, caused by 
excessive winter rains. Portugal’s wheat import needs will 


give U.S. exporters an opportunity to exceed 1989 exports of 
135,000 tons, worth $21 million. 


In the longer term, difficult competition is expected to 
continue from South American suppliers of soybeans, the number 
one single American agricultural export to this market. 
Competitive factors were responsible for a 10 percent decline 
in U.S. soybean export volume in 1989. Partially compensating 
for problems in continued access to the grain market are 
expanded opportunities in the non-grain feed sector, a result 
of the CAP policy allowing for unimpeded imports of grain 
substitutes; corn gluten feed is already the second leading 
U.S. agricultural export. 


Other U.S. agricultural exports, notably cotton and hides and 
skins, have further room to expand market share in Portugal, 
which is a major exporter of textile and leather products and 
depends on imported raw materials for transformation. High 
value processed food products also have improved opportunities 
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in this market due to a combination of a loosening of trade 
restrictions, changing lifestyles and higher incomes. 
Portuguese importers are interested in doing business with U.S. 
exporters of competitively priced processed foods. 


For more information, exporters of agricultural goods are 
encouraged to contact the appropriate commodity office of the 
Department of Agriculture’s Foreign Agricultural Service in 
Washington D.C. or the office of the Agriculture Attache in 
Lisbon, Portugal at 351-726-6000 (fax 351-726-9721). 


Foreign Investment: Portugal’s political and economic 
stability, low wage rates, adaptable labor force, EC 
membership, and particularly the liberalization in mid-1986 of 
investment regulations encourage foreign investment. 
Investment proposals from EC countries, and in practice those 
from other countries, are generally approved on a pro-forma 
basis by the Portuguese Foreign Commerce Institute (ICEP). In 
addition, incentives for investors have been in place since 
1986. One allows investors to receive tax write-offs for a 
portion of the investment cost and for reinvested profits. 
Other incentives encourage efficient energy use and research 
and development investment. Still other incentives can result 
from direct negotiations with ICEP, given a particularly 
attractive project proposal. Finally, incentives are available 
to promote regional development and job creation. New foreign 
investment projects’ overall value (including incentives, 
subsidies, and local financing), totalled more than $2 billion 
in 1989, more than doubling the previous year’s total. Part of 
these increases represent imports of capital by foreign banks 
with local branches to raise their equity levels. In 1989 the 
bulk of the investment went into purchases of well-established 
businesses, real estate, creation of new manufacturing units, 
and upgrade and expansion of existing ones. The United 


Kingdom, Spain, and France were the largest foreign investment 
sources. 


Bank of Portugal statistics show flows of U.S. direct 
investment funds equalling $69 million in 1989. U.S. flows 
from European subsidiaries of U.S. companies may not be fully 
reflected in this total if they were financed through European 
banks. The Portuguese Foreign Commerce Institute approved 67 
U.S. investment projects in 1989 with a total value, including 
local contributions, of $238 million. The major U.S. 
investments in 1989 were in the automotive sector. 
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